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ABSTRACT 


During the last two decades, Korean industry has been 
developed very quickly. Energy consumption also has been 
increased very rapidly by the growth of industry. These 
energy requirements should be imported from other countries 
because Korea has few energy sources. Korean energy consump- 
tion depends hichly on oil, even though oil has less security 
of supply and a higher price than other energy sources due to 
the limitation of oil reserves and the oil cartel. The 
Korean government wishes to import energy sources with more 
security of supply and a lower price. 


Evaluation of this impact in the long term is approached 


by studving five issues. These are: (1) Description of 
energy consumption sectors in Korea; (2) Description of 
peeugy resources/production in Korea; (3) Description of 
energy resource imports in Korea; (4) Description of long- 


term energy requirements in Korea; and (5) Conclusions and 


recommendations. 





. 


eal, 


TABLE OF CONTENTS 


ENERGY CONSUMPTION IN KOREA --------------------- 8 
A. OVERVIEW ------------------------------------ 8 
See eee) el) nee oes le Lok --—-——=—————=—---—-— Ae: 
l. General ------- rrr errr ee en er rr re Te 
2. Industrial Sector ------- err eH al 
3. Home and Commercial Sector -------------- ee 
4. Transportation Sector ------------------- La! 
C. ENERGY CONSUMPTION BY SOURCE ---------------- 14 
l. General --------------------------------- 14 
2. Charcoal -------------------------------- ie 
2 COal qm er re ne rr rr er ree 17 
+ Petroleum ----------- 99 eee en en ne ie 
5. Nuclear Energy ------- rere errr 19 
6. The Others ------------------------------ 20 
ENERGY RESOURCE/PRODUCTION IN KOREA ------------- pak 
A. OVERVIEW ------------------------------------ 21 
B. COAL ---------------------------------------- M9: 
C. PETROLEUM ----------------------------------- 25 
D. QA Seescssessoness 368 S665 a ee eee 27 
E. NUCLEAR ENERGY ------------------------------ 28 
ie. ee 29 
ENERGY RESOURCE IMPORTS IN KOREA ---------------- 30 
re a ee 30 
B. CCR sees s= SSeS eS See ee of 





IV. 


is 


C. PETROLEUM ----------------------------------- 33 
A. TER OIC 25255563 40 
LONG-TERM ENERGY REQUIREMENTS IN KOREA ---------- All 
A. OVERVIEW ------------------------------------ 41 
B. HISTORICAL DATA ~---------------------------- 41 
C. MODELS FOR PREDICTION ----------------------- 43 
D. RESULTS OF PROJECTIONS "rer 3rrr rrr errr ere 50 
1. The Results of Projection Computed 
by Total Amount of Data ----------------- 50 
2. The REsults of Projection Computed 
by Sector Data -------------------------- 50 
See ane Results of Projections Computed 
by Source Data -------------------------- 53 
4. The Results of Projections Computed 
by Sector & Source Data ----------------- 56 
BE. FINAL RESULTS OF PROJECTIONS \---2e22-2-------- 56 
1. Difference of Projection Results -------- 36 
2. Long-Term Energy Requirements by Source - 56 
CONCLUSIONS AND RECOMMENDATIONS ------------------ 63 
ae ots esi Cel a1eun | ————__—_______________— 63 
1. General --------------------------------- 63 
2. Oi] ------------------------------------- 63 
3 Gag --------------- --- - - - - - - 65 
4 Nuclear Energy -------------------------- 65 
2 Coal ------------------------------------ 66 
Pato tee reCARTONS OF COAL AS THE BEST 
ALTERNATIVE SOURCE -------------------------- 67 
1. General --------------------------------- 67 
2. More Coal and Less Oil ------------------ 67 





3. Transportation and Port Facility -------- 

4. Sources of Imported Coal ---------------- 

OF POLICY RECOMMENDATION ---923rrrrrr errr rrocrnr 

15 Oil ------------------------------------- 

2 Coal ------------------- -- --- = -- - = -- -- === 

5 GOS SS 8 a aS 2 

4. Nuclear Energy -------------------------- 

LIST OF REFERENCES --- 22-99-3222 rr - 
INITIAL DISTRIBUTION LIST ------------3--3- 2-30-33 -------- 





I. ENERGY CONSUMPTION IN KOREA 


ea 6€OVERVIEW 

While the world population has been increasing at a rate 
of approximately 2 percent per year, energy consumption sus- 
tained the higher growth rate of 5 percent per vear during the 
past several decades. Both a higher quality of life and an 
increasing gross national product appear to be related to 
an escalating rate of energy consumption as seen in Figure l. 
Included in the graph are the ten countries with the highest 
per capita energy consumption, as well as several other coun- 
tries for perspective. The dotted line represents a curve 
which is fit based on minimizing the mean square error. 

In interesting contrast, the energy consumption of Korea 
increased about 8.5 percent per vear penicen 1961 and 1978. 
In the year 1961, the energy consumption of Korea was 9.8 
Mmiton tons of oll equivalent (MTOE). By 1978, it had in- 
creased to 36.2 MTOE. The increase in the energy consumption 
rate remained high except during the oil crisis in 1973 as 
seen by the break point in Figure 2. The two dotted lines 
represent the least square lines for before and after the oil 
crisis. Annual total energy consumption data from the year 


1961 to 1978 will be presented and discussed in Chapter IV. 
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Ficure 1. 1965 Per Capita Energy Consumption vs. Per 
Capita GNP 
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Source: "The Comprehensive Plan for Energy Supply-Demand 
eOmeme rear 2000) (19738)> Ministry of Energy 
and Natural Resources in Korea," p. 154. All 
Subsequent references to this cocument will be 
referred to as "Comprehensive Plan," p. : 
[Ref. 3] 
Figure 2. Per Capital Energy Consumption vs. Per Capita 


GNP (1961-1978) in Korea 


Ee, 





Pee eNERGY CONSUMPTION BY SECTOR 
1. General 

In 1961, the energy consumption of the industrial 
sector was 44 percent; the home and commercial sector, 42 
percent; the transportation sector, 6 percent; and the others 
were 8 percent. During the past 15 years, the energy consump- 
tion of the industrial sector increased 12 percent per year, 
the energy consumption of the home and commercial sector 
increased 7 percent per year, and the energy consumption of 
the transportation sector increased 20 percent, on the aver- 
age, per year. As a result, the proportional energy consump- 
men Of the industrial, home and commercial, transportation, 
ame the other sectors, were 39, 35, 15, and 10 percent 
respectively of the total energy consumption in 1977. During 
the oil crisis, the energy consumption of the industrial sec- 
tor increased because of government assistance to sustain the 
high industrial growth. The other sectors decreased during 
this period. 

The details of energy consumption by sector will be 
presented in Chapter IV. The percentages of annual enercsy 
consumption are summarized in Figure 3. 

wee Endustrial Sector 

toes ol wee Energy Consumption o£ the industrial 
sector was 4.3 MTOE. Except for the beginning of the 1960's, 
it increased steadily by about 12 percent per annum and reached 


meso MTOE or 39 percent of the annual total energy consumption, 


ae 





Home and Transpor- The 


Year ImMdustry Commerce tation Others Total 
1962 -18.0 S04 - 2.2 I 6 8 Ges 
D6 3 -28.5 Zoo = Sat ILO 58 a 
1964 haves. 3.4 -11.4 = 058 4.6 
Siege ron 2 Oot) 43.8 Sk. 8) 4.7 
1966 1, 2.4 42.3 8.2 Tas 
D6 7 Zea 1.4 B2.9 -17.8 Deez 
oie 3 D2 © Soe 32575 = 96% EN A, 
69 garner Cal IG 47.4 WOES, 
no7 0 ez es 3 ISy Ace S720 14.3 
Loyal Li) % 2.0 Gs 5 TA eae | 8.4 
eo 7 2 4.2 ie Digee SO Sao 
97 3 24 Sage 24.8 fiaege: 14.5 
1974 Sie =i2 210 - 5.4 =e ae Os, 
O75 ae. 1.4 - 3.6 6.4 OZ 
£76 noes Ta26 24.8 Chat FO 
Lowa Neva gs a5 Inshve LOSS a 
Avg S205 aso eS 10.88 S201 
Source: "Comprehensive Plan," pv. 164. 
[Ref. 3] 
Figure 3. Percent Chance of Annual Energy Consumption 
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met) /aeepuring the O1l crisis, the energy consumption of the 
industrial sector continued to increase because of government 
eppOort provided to maintain the high industrial growth rate. 

The energy consumption of the mining element of the 
industrial sector was established, to a large extent, by 
@matcOal at the beginning of 1960, coal in the middle of 
1960, and oil after 1970. By decreasing the coal and charcoal 
usage, the consumption of electric power energy relatively 
increased. 

The energy consumption of the other parts of the 
industrial sector such as construction and steel production 
Mequwired coal and charcoal before 1965 and shifted to coal 
ema Cclectric power after 1965. 

in 1977, the oil utilization of the amdustrial energy 
consumption sector was 75.0 percent. . 

3. Home and Commercial Sectors 

The energy consumption of the home and commercial 
sector was 4.06 MTOE in 1961. It increased to 42 percent of 
the annual total energy consumption at the beginning of the 
1960's. The increasing rate slumped after 1964, so that the 
energy consumption of the home and commercial sector was 
pwtee that of the industrial sector until the middle 1960's. 
After 1974 the industrial sector consumed more energy than the 
home and commercial sector because of government support. The 
energy consumption reached 11.9 MTOE, or 35 percent of total 
energy consumption in 1977. The decrease from 42 percent to 


35 percent was caused by increased in the other sectors. 
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The energy consumption of home and commercial depended 
mostly On charcoal before 1970, but shifted to coal after 
m7 0. 

Pee lecdiopOrcav ron seC tor 

In 1961, the energy consumption of the transportation 
Sector was 0.6 MTOE, or 6 percent of the total energy con- 
Sumption. The transportation needs decreased at the beginning 
of the 1960's and also during the oil crisis, but it increased 
during all other periods. 

The transportation sector consumed 4.8 MTOE in 1977, 
and the energy usage increased from 6 percent of the annual 
@eeal energy consumption in 1961 to 15 percent in 1977. During 
the oil crisis, there was a more significant impact on the 
transportation sector than on the other sectors. This was due 
to the rapid increase of gas and diesel prices in the face of 
governmentally controlled nonincreasing industrial fuel prices. 

The energy consumption of the transportation sector 
was highly influenced by oil availability. This oil depen- 
dency was 70 percent before 1965, and went to 95 percent after 


mo70. 


fee ENERGY CONSUMPTION BY SOURCE 
1. General 
Coal was the major energy source in the world until 
the beginning of 1950, however, since 1960 petroleum has 
assumec that role. The annual rate of use of petroleum 


increased from 32.4 percent during 1957 to 474. percent just 
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Merere tie O@ll Crisis occurred in 1973. Since then it has 
been stable at about 46 percent. Relative coal usage de- 
creased from 52.2 percent per year during 1957 to 27.7 percent 
in 1973. The consumption rate of water power was stable after 
1968. The consumption rate of nuclear power increased rapidly 
meom 0,3 percent per year during 1968 to 2.3 percent in 

1978. Although some nuclear power plant projects have been 
Gelayed due to perceived dangers of nuclear accidents, France, 
Japan, and Russia are planning to build new plants at a rapid 
make . 

On the other hand, in Korea, until 1965 coal and 
charcoal supplied 85 percent of the annual energy consumption. 
This usage decreased to 65 percent about 1969 and further 
decreased, and been stable at approximately 30 percent since 
1970. The petroleum consumption rate has been increasing very 
rapidly. The rate of oil consumption was below 10 percent 
Sieeme annual total energy consumption in 196l, but it is now 
abut approximately 60 percent (Figure 4). 

wee Charcoal 

Charcoal was the major energy source in Korea until 
the beginning of 1960. Charcoal was used for residential 
cooking and heating. Charcoal consumption declined for three 
reasons: 

mee caaercoal consumption by heavy industry declined. 
2. Government policy limited charcoal production to 
prevent forest denudation. 


3. House improvement switched from using charcoal to coal. 


ibe: 














Source: 


Figure 4. 
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WGompuenensive Plan,” p. 172. 
[Ref. 3] 


Energy Consumption Pattern 
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In 1961, the charcoal consumption was 5,636 thousand tons of 
oil equivalent which was 57.1 percent of the total energy 
consumed. In 1970, it dropped to 4,251 thousand tons of oil 
equivalent or 21.5 percent of the total energy consumption. 
And in 1978, it was 3.04 MTOE, or only 8.4 percent of the 
total energy utilized. The quantity of charcoal consumed 
declined slowly, but the proportion decreased sharply. The 
consumption of other energy sources increased sharply. 

Ee Coal 

The coal consumption centers are located largely in 
the northeast. Coal consumption increased before 1966, but 
since then it has accounted for a steadily declining percen- 
tage of energy consumption in Korea. In 1966, coal met 46.5 
percent of total energy requirements. By 1970, coal had de- 
miermed to 30.4 percent. It fell to 27.1 percent in 1978. 

All coal consumption was either bituminous or anthra- 
meee. In 1978, bituminous coal accounted for 15 percent of 
Sea! consumption and in 1979, 24.5 percent. All bituminous 
coal was consumed in the industrial and electric power sectors. 

The residential and commercial sectors are the heaviest 
Meas OL anthracite, accounting for 68.1 percent of coal con- 
Smee tOn in 1965, 86.2 percent in 1971, and up to 90.8 percent 
me 1978. 

The most important uses of anthracite in the residen- 
tial and commercial sectors are for home cooking and heating; 
in fact, coal briquettes for these uses account for 90 percent 


of all urban household fuel consumption. 
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Briquette consumption has continued to increase as 
population and incomes increase, and coal is substituted for 
declining supplies of firewood. Anthracite is a particularly 
convenient fuel for the Korean cooking and heating system. 

The share consumed for electric power generation 
dropped sharply from 15 percent in 1965 to 5.2 percent in 
1971. The decline has been slower since 1971. In 1978, the 
electric power industry used 4.5 percent of the anthracite 
consumed. Industrial consumption, which accounted for 5.3 
meweeent in 1971, fell to 3.5 percent in 1978. Transportation 
and other uses, which accounted for 2.7 percent of consump- 
men in 1971, required only 1.2 percent in 1978. 

4. Petroleum 

ie Gl em consumption was 0.79 million tons which 
was 8.0 percent of Korea's total energy requirements. In 
ined, it increased to 9.18 million tons, or 46.5 percent of 
total energy needs. The consumption rate has grown very 
rapidly with the development of the country's industrial base. 
Meo 7/3, O11 Consumption was 22.14 mallion tons, or 61 percent 
of Korea's energy needs. 

Oil consumption is highest in the industrial and 
electric utility sector. Bunker coal, which is used for steam 
raising, accounts for almost half of all consumption. Gaso- 
line use is low, because of high gasoline taxes and low per 
capita vehicle ownership. 

In 1977, residential users utilized about 4 percent of 


all the petroleum products moving through the Korean economy. 
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Of this amount, kerosene and diesel fuel accounted for more 
than half. The low level of residential use was due to the 
pervasiveness of the Korean heating and cooking system and the 
associated relatively low price of anthracite coal. 

The industrial sector consumed about one-third of 
all petroleum products in 1977. More than half of this amount 
involved steam raising rather than applications requiring close 
temperature control and process heat. As a result, there may 
be some opportunity for switching to coal. 

The transportation sector accounted for about one- 
Sixth of all petroleum consumption in 1977. The low incidence 
of automobile use and the reliance on public transportation 
is evident in the breakdown of petroleum product uses: about 
40 percent was for diesel fuel used in public vehicles, while 
only 16 percent is gasoline used for private vehicles. 

Electric power generation consumed nearly one-fourth 
of the oil supplies. Most of this was heavy fuel oil, in 
addition to a small quantity of diesel fuel. 

About 18 percent of petroleum products were used for 
miscellaneous purposes, such as 35 percent for military pur- 
poses, and the rest for international ships hunkering and 
other unidentified purposes. 

a) NUClear Energy 

Nuclear power demands didn't begin until 1976. In 

owe, it Utilized 18 thousand tons of equivalent oil, or 0.05 


meseent Of the total energy consumption. In 1978 it 
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miecreased £o 58l thousand tons of equivalent oil, or 1.6 
percent of all energy used. 

The requirements for nuclear energy increased very 
rapidly because of the lack of energy reserves in Korea, the 
rapid increase of oil prices, and no other guarantee of a 
stable energy supply. 

6. The Others 

The use of hydroelectric energy increased from 0.16 
MTOE in 1961 to 0.45 MTOE in 1978. The amount of usable water 
flow limited the development. 

Korea does not currently consume natural gas, because 
there are no natural gas reserves or imports. Korea pro- 
duces, for internal use, a gaseous fuel product by catalytic 


Senversion of light petroleum products. 
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IIT. ENERGY RESOURCE/PRODUCTION IN KOREA 


A. OVERVIEW 

Globally, reserves of coal account for approximately 90 
percent of the estimated fossil fuel reserves. The remainder 
is divided nearly equally between petroleum and natural gas 
with a small, but not negligible, reserve in the form of tar- 
sand oils and shale oils. 

The average heat equivalent of one metric ton of coal is 
28 million BTU's. The total energy content of the estimated 


— metric tons, is 7.1%107> Watt-years. 


coal reserves, 7.6x10 
If coal is used at the present consumption level, it will 
last for 3100 years. If coal is supplied at the present 
growth rate, it will last for 346 years. 
The total energy content of the estimated petroleum re- 


me barrels. If the present petroleum consump- 


serves is 2x10 
tion rate does not increase, an extremely unlikely assumption, 
the petroleum will last for 121 vears. But if the present 
Seewen COnsumption rate continues in the future, then oil 
will last fro 31 years. 


+6 eupre. ££) whien 


The total natural gas estimated is 10 
feeb last for 39 years at continued current growth rates. 
Internationally the interchange of energy resources due 


Boethe limitation of petroleum and natural gas must be con- 


Sidered in the near future. 
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In Korea, the major energy resources such as oil and 
natural gas have not been discovered, and there is low proba- 
bility that any exist. There are few energy resources except 
some hard coal, and even that is difficult to mine because 
the coal deposits are deep and the quality is ppor (5,600 
k cal/kg in 1950, 4,700 k cal/kg at present). 

Petroleum accounts for 61 percent of the energy consump- 
tion in Korea. Korea and Japan continue to explore the con- 
eemrentcal shelf to find oil. 

Geologically and climatically, water offers limited possi- 
bility for development. Atomic energy offers the possibility 


of extending energy resources in Korea. 


B. COAL 

Coal reserves have been reported in about ten large fields 
and several smaller ones. Most of the reserves are located 
in mountainous regions of the northeast. In most fields, the 
reserves are found in a single, steeply pitched seam. The 
reserves occur in the portions of the seam where the thick- 
ness exceeds 0.5 meters. 

All Korean coal reserves are low-grade anthracite with a 
high ash content and an average heat value of 18.7 MJ/ka. 
Total anthracite resources are estimated to be 28.1 trillion 
MJ. Of these resources, 12.1 percent are proven, 12.3 per- 
cent are probable, and the rest are possible. Possible 
sources are divided into two categories: the first (10.7 


@eret2on MJ) contains minable quantities of anthracite; and 


Ze 





meme secona (10.5 trillion MJ), contains no anthracite that 
could be mined using current technologies. 

The geologic conditions of the coal fields in Korea make 
Mining difficult. All anthracite is mined by labor-intensive 
underground techniques. 

The steep pitches and geologic faults and folds of Korean 
coal mines result in low productivity and limit vertical exca- 
vation to 25-27 meters per year. This depth, in turn, deter- 
mines the maximum annual output. 

Anthracite production increased steadily between 1970 and 
1979 except for 1972 and 1976, when production fell below the 
level for the previous year. Despite the overall growth, 
anthracite production is a relatively stagnant industry. Al- 
though it increased by almost 42 percent between 1970 and 
1975, it grew by only 3.5 percent between 1975 and 1979. 

There are 237 companies mining anthracite in Korea. Dai 
Han Coal Company's (DHCC) share declined from 36 percent in 
1970 to 26 percent in 1979. Six large consolidated private 
Mines produced 24 percent in 1979, up from 14 percent in 1970. 
Small private firms account for the balance of the output. 

DHCC owns seven coal mines of various sizes. In 1979, 
the seven mines porduced 87.9 billion MJ. Overall Korean 
mmeeauction in 1979 reached 340.5 billion MJ (Figure 5). 

Piesaitfticult mining conditions also contribute to safety 
problems in the mines. In 1978, 4,802 mine accidents were 


recorded, more than half of which were caused by roof collapses 
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Producer 


Large Small 

Private Private 
Year Dee Firms Firms TOTAL 
1970 32.5 oes iMG 6 2512 ¢ 
LS) ya S025 34.6 124.0 PLANS eae 
ILS)? ge” 34.37 2 6.0 Zoe Ss 
1973 79.6 Apo e ie ie, -.0 2550 
1974 82.5:5 54.3 148.6 285.4 
S75 Ber 65.9 ae 829) ,.0 
S76 86.3 63.1 1575.2 BY OY he 
1977 84.3 (25:8 HGS 0 SSI, S) 
1978 87.4 TS oo 74.7 357 16 
979 87.9 (ea Or 2 34.05.5 
Source: "Fossil Energy Evaluation: Republic of Korea," 


Hagler, Baillv & Company, September 30, 1980, 
Peeceiv. [Ret. 2] 


Paoure >. Anthracite Production in ROK, 1970-1979 
(billion MJ) 
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and transportation incidents. Because of safety problems, 
miners' wages are 23 percent above those of the average worker. 
Production costs vary depending on the size and depth of 
the mine. In general, unit capital and operating costs in- 
crease as the mine becomes smaller or deeper or both. The 
costs can range from $1.00/thousand MJ for large shallow 


mines to $3.72/thousand MJ for small deep mines. 


fee © TROLEUM 

Korea has no Known economically exploitable domestic oil 
reserves. In 1975, petroleum was reportedly discovered in 
the P'ohang area at a depth of 1,500 meters, but the dis- 
covery was apparently not large enough for commercial develop- 
ment. Furthermore, according to the Resource Assessment 
report, onshore deposits of hydrocarbons are highly unlikely. 

The last hope for Korean domestic o11 production lies 
offshore. Even here, though, if oil and gas are present, 
there is only a 5 percent chance that oil-in-place could be 
as high as 1.4 billion barrels (bb), and a 5 percent chance 
that gas-in-place could be as high as 0.44 trillion cubic 
feet (TCF) [Figure 6). 

The exploration efforts continue despite the failure of 
earlier efforts to yield commercial deposits. For admins- 
trative purposes, Korea had divided its offshore area into 
nine lease blocks. Foreign concessionaires have relinquished 
exploration rights in all but block 5. This withdrawal was 


apparently prompted by discouraging exploration results. 
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ResOURCES IN PLACE 


Oil Gas 


Resources Resources 


Probability (bb) Probability (tcf) 
0.05 1.40 0.05 0.44 
0.50 0.70 0.50 ones 
DOS 0.03 0.95 0.07 


* 
ESTIMATED RESERVES 


©11 Gas 

Amount Amount 
Eeobability (bb) ie seloleye\e)ol athens (bb) 
ow. Ol 0.4900 O27 0n 02.3300 
0.10 O24 50 OG O28 75 
0.19 oy Lia) Ss 0.19 02052 5 
0.80 0 0.80 0 


* 
Probabilties show the odds that resources are at the 


level indicated or higher. 
*xx* 
Reserves were calculated using U.S. Outer Continental 


Shelf exploration success rates (20%) and average recovery 
fereeors (35% for oil, 75% for gas). 


Source: "Fossil Energy Evaluation: Republic of Korea,' 
Hagler, Bailly & Company, September 30, 1980, 
Da 245. (Ret. 2] 


Figure 6 
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In addition, under pressure from the United States, Korean 
companies gave up exploration rights to several blocks that 
were claimed by the People's Republic of China. Presumably, 
before these blocks can be further explored, the countries 
involved must negotiate a political settlement. fThus, only 
Blocks 5 and 7 offer immediate possibilities for exploration. 
In 1978, Korea and Japan ratified a Continental Shelf 
Development Agreement under which they will jointly own and 
explore these blocks. 

A test well was drilled in Block 5 in May 1980. Since 
then, several other test wells were drilled, but they failed 
to yield commercial deposits. However, Korea continues the 
exploration efforts. 

According to the preliminary Resource Assessment report, 
the resources-in-place in Blocks 5 and 7 could be significant: 
there is a 5 percent probability of up to 1.4 billion barrles 
Seeoitl and 0.44 trillion cubic feet of gas. 


These estimates are conditioned by the assumption that 


Oil and gas are present. Thus far, most of the prospects 
tested were dry holes. The Resource Assessment report did 
not contain estimates of the dry hole probabilities. Careful 


analysis of all geological and geographical data is necessary 


to produce these probabilities. 


D. GAS 
Korea has no proven natural gas reserves whatsoever. 


There may be some prospects for natural gas offshore. Although 


Zui, 





drilling results to date have been disappointing, the govern- 
ment plans to continue offshore explorations. However, Korea 
uses propane, butane, and naphtha from its refineries to pro- 
duce city gas. Naptha feedstock is used to convert light 
petroleum products into a methane-like produce and then 

butane is used to boost its caloric value. Korea also uses 
LPG/air injection plants as standby units and for peak-sharing. 

All the gas produced is used for cooking in large multi- 
family dwelling units. 

Because home cooking and heating systems are much less 
expensive and more widely used than manufactured gas systems, 
they are not likely to replace the conventional systems in 
residences. Instead, gas is used primarily in new, large, 
multifamily dwellings, where home heating tends to be pro- 
vided by central heating systems. 

Korea is considering investing in foreign countries, 
such as Indonesia in order to meet increasing gas needs with 


products other than LPG, and to diversify the energy resources. 


E. NUCLEAR ENERGY 

Nuclear power 1S a Significant potential energy source 
which could reduce oil usage. ts development has been 
slowed by the potential environmental pollution, anti-nuclear 
feelings, and accidents of plants at Three Mile Isalnd in the 
U.S.A. and others in Japan. However, the countries with few 
energy reserves encourage the building of nuclear power plants. 


Korea, Japan, and France are examples, In 1979, Korean nuclear 
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power capacity was 0.595 million KW with one plant; four 
plants with 3.2 million KW were under construction, and two 
plants with 1.8 million KW were planned. With this nuclear 
power capacity, Korea ranked 18th in the world in 1979. 

Nuclear power isn't an energy source to interchange with 
Oil directly like natural gas, coal, and solar energy. How- 
ever Korea considers it as a significant interchangible energy 
source. 

The total estimated uranium reserve is 4900 tons; however 


its quality is very low. 


ae LHe OTHERS 

Solar energy may be considered a useful energy source by 
the 2lst century. However its current usage is low because 
Semmagh COStS. Korea is planning to construct 105x107 solar 
houses by 1986 and 545x107 houses by 1991. 

The total estimated water power capability is 3,012 Mw 
and the annual production of water power is 712 MW. Water 
offers limited possibility for development under geological 
conditions in Korea. However Korea plans to increase water 
power from 0.712 million KW at present to 1.81 million KW 
in 1991 because it has no pollution and construction is 
conventional. 

Korea assumes that tidal power will be a significant 
energy source much later. The West coast of Korea has about 
9 meters of tidal difference, and there are plans to construct 


pmerlot plant in 1988 which will produce 0.4 million KW. 
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III. ENERGY RESOURCE IMPORT IN KOREA 


A. OVERVIEW 

Since energy sources are limited in Korea, they must be 
imported from other countries. Prior to the 1960's when 
Korea was considered an undeveloped country with low energy 
requirements, it was not necessary to import substantial 
energy supplies. In 1961, energy sources were imported to 
furnish 8.5 percent of her annual energy consumption: 
Mercoleum 8 percent and coal 0.5 percent. In the 1970's, 
Korea began to increase imports. For example, in 1970, 
Korea imported 9.2 MTOE or 46.8 percent of the annual energy 
consumption. In 1978 it reached 24.2 MTOE or 66.7 percent 
of the annual energy consumption with petroleum taking 61.0 
percent, coal 4.1 percent, and atomic power 1.6 percent. 

The Korean government recognizes that the importation of 
energy resources must increase in order to maintain a con- 
Ermueus economic growth. 

Korea has two major problems associated with the import 
of petroleum. 

1. The price of petroleum is increasing more rapidly than 
other energy sources. 

meee Inere 1S no guarantee of their ability to import a 
sufficient amount of petroleum to support an economic growth 
in Korea at any price. 
These two factors conspire to limit the economic gorwth of 


Korea. 
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Ee COAL 

Traditionally, Korea has imported only bituminous coal. 
Recently, however, domestic production has been inadequate 
to meet the demand for anthracite, and Korea has begun import- 
ing anthracite as well. Dai Han Coal Company accounted for 
94 percent of these imports in 1979. In 1978, only 0.646 million 
tons (16.96 billion MJ) of anthracite were imported. By 
m79, these imports had risen to 2.017 million tons (50.63 
billion MJ). One reason for the rapid increase in import 
demand is the desire to add 0.7 million tons to the current 
meal Stockpile of 1.3 million tons. 

Major countries for supplying anthracite coal to Korea 
include the United States, Peru, South Africa, Swaziland, 
ome vietnam. In 1978, CIF prices of anthracite ranged from 
$42.5/ton to $57.1/ton, with vietnamese imports the most 
expensive (Figure 7). Anthracite imports are received at 
south-east ports such as Pusan, Ulsan, Mukho, and Masan and 
stored at the north-west port, Incheon, the major storage 
mimes aLStribution center for anthracite. 

Bituminous coal imports are used for steel production 
eeeeohnang and for coal fired thermal power plants. Until 
1972, the bituminous coal imports were less than 0.5 percent 
Seponnual energy consumption. After 1973, the imports in- 
creased rapidly because of the impact of the oil crisis. 
Perm nous coal imports were 2.3 million tons (63.56 billion 


Semen 1978 and 3.8 million tons (105.74 billion MJ) in 1979. 
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IMPORT PRICES CIF FOR ANTHRACITE 
mo78 U.S. $) 


Heat 
Sountry Content 
= Origin (kcal/kq) (S7- on) (S/thousand MJ) 
Bins. A. 2) S00) Sy ae 2. 40 
Vietnam 6,000 556 & Ze 3 
Australia 3, Se ON ee: eS 5 
South Africa 6,000 GID ek 180 


Mueeore PRICES FOB FOR BITUMINOUS COAL 


(1978 U.S. S$) 

Sounctry 

of Origin (3/7 Gon) 
Australia 26.00 


(Pacific Ocean area) 


Beuch Africa 20.00 


Source: "Fossil Energy Evaluation: Republic of Korea,' 
Hagler, Bailly & Company, September 30, 1980, 
be. elo. [Ref. 2] 


megure 7. Import Prices for Anthracite 
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The major suppliers include the United States, Canada, 
Australia, Indonesia, and the Philippines. Most of the 
bituminous coal is metallurgical rather than steam coal. 

Most bituminous coal is unloaded at Pohang, which has 
large, modern coal-handling facilities. However, Pohang 
cannot be used for unloading anthracite because there is no 
railroad link between Pohang and Incheon. 

To guarantee the security of supplies, Korean firms have 
initiated several joint coal mining ventures with other coun- 
tries with the agreement that some or all the coal output is 
exported to Korea. Specifically, Korean firms have entered 
into, or propose undertaking, one bituminous and four anthra- 
cite coal mining ventures in Australia, two bituminous coal 
ventures in Canada, and one bituminous coal Mining joint 
venture in Indonesia (Figure 8). The Korean share of equity 
ranges from 5 percent to 100 percent, and annual coal imports 
per project are scheduled to vary between 1 and 2 million 
Meme OL anthracite and 0.5 and 3 million tons of bituminous 


coal depending on the project. 


ee PETROLEUM 

Korea imports large quantities of crude oil. To balance 
refining capacity, it also imports and exports relatively 
Poa Guantities of oil products. 

Imports of crude oil to Korea have increased from 9.18 


Mmmmnron cons tn 1970 to 22.14 million tons in1978. All 
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imports came from the Persian Gulf. In 1970, Kuwait, Saudi 
Arabia, and Iran provided approximately equal amounts of 

crude oil. Saudi Arabia supplys over half of Korea's crude 
Oil, Kuwait, 32 percent, and Iran, ll percent. Other producers 
provide the remaining 3.7 percent (Figure 9). In 1978, Korea 
received 2.2 percent of all Middle East crude oil exported. 

Like most countries, Korea has been unable to avoid the 
sharp increases in the crude o1l import price. Korea's import 
cost rose from an average of about $2.83/bbl ($0.45/thousand 
MJ) in 1973 to an average of $12.93/bbl ($2.07/thousand MJ) 
by the beginning of 1979. Currently, average crude oil costs 
have reached approximately $34/bbl ($5.44/thousand MJ) (Figure 
nO) . 

In 1979, the refined oil imports of Korea were 10 million 
barrels--the largest ever reached. However, product imports 
represent only 5.1 percent of all petroleum imports. 

Korea also exports petroleum products, with light 
petroleum products the major part of the export volume. In 
mee, Naphtha accounted for two-thirds of the total of 659,000 
barrels exported. 

Consistently importing heavy products and exporting 
light products indicates that Korea may be buying lighter 
crude oil than required. If Korea imports heavier crudes 
than present, and the heavier crude produces proportionately 
heavier products, it might reduce crude purchasing and trans- 


mettation costs. 
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APPROXIMATE COSTS OF 
CRUDE OIL TO KOREA* 
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Source: "Fossil Energy Evaluation, Republic of Korea," 
Hagler, Bailly, & Company, September SOG es oU:, 
Pec ether. 2] 


Bygquce 10. Approximate Costs of Crude Oil to Korea 
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Korea does not currently import natural gas. However, 
it is discussing importing LNG with potential suppliers and 
is seeking to buy 3 million tons (156 billion MJ) of LNG from 
Indonesia in 1984. Pipeline imports are unlikely unless 
reunification with North Korea is achieved. 

Korea did not import nuclear power plants and equipment 
prior to 1976. Korean nuclear power production began in 
[iyoerand accounted for 0.018 MTOE in 1977, 0.58 MTOE in 1978, 
0.782 MTOE or 1.8 percent of annual energy consumption in 
1979. Korea plans to expand nuclear power to 20.71 MTOE 


in 1991. 
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IV. LONG-TERM ENERGY REQUIREMENTS IN KOREA 


A. OVERVIEW 

The long-term energy requirements for Korea were predicted 
by four different regression models using several variables 
including GNP, population, and the previous year energy 
requirements. The data for the years 1961 to 1978 were used 
for the forecast. The forecasts came from models based on 
total energy, sector type, source type, and by sector and 
Seurce type. 

Korea has a plan to substitute other energy sources for 
oil. The long-term energy requirements by sources were com- 
puted by adding and subtracting an energy substitution plan 
to the long-term energy estimations computed with source type 
data. For instance, the long-term oil requirement was com- 
puted by subtracting the oil substitution plan quantity from 
the oil forecast. The other energy requirements were computed 
by adding the oil substitution plan amount to the other values 


which were computed by the model. 


Eee HlLSTORICAL DATA 

The Korean energy consumption is highly related to GNP, 
population, and previous year's energy consumption. This 
@enme2usion was the result of analyzing historical data. The 


energy consumption elasticity to GNP is defined as: 


(AE/E) 
(age Tad 
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where E is annual energy consumption and Y is Gross National 
Product. Average elasticity (a) was 0.897 from historical 
data. The per capita energy consumption elasticity to per 


capita GNP is defined as: 


_ (AE /E.) 
n (AY _/Y,) 


where En 1s per capita energy consumption and YO is per 
Capita Gross National Product. Average elasticity (a) was 
0.863 from the past data. The energy consumption patterns 
were established over many years. Therefore, we can ssume 
that current energy consumption relates to previous energy 
consumption. The energy consumption elasticity to previous 


energy consumption is defined as: 


(AE, /E,) 


‘= ch ae 
: so ai oe 


where E, is energy consumption in this year and E 1s energy 


t t=1 


consumption one year ago. Average elasticity (a, ) was 0.524 
m@oem the past data. 

The previous results indicate the GNP, population, and 
previous year's energy consumption can be used as variables 
in a multivariable regression model to estimate the long-term 
energy requirements. First, we should estimate GNP and popu- 


lation in order to forecast the long-term energy requirements. 
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The recent Gross National Product growth rates are assumed 
as follows: 
ILS) Fis) o 20S, e006 93 


Poo pao te 10 


oo 


1992-2001: 93% 
The actual values of GNP, population, total energy con- 
sumption are shown (Figure 1l). The estimated values of 
GNP, population and the per capita GNP are shown in Figure 12. 
Figure 13 lists the annual energy consumption by sector, and 


the annual energy consumption by source is shown in Figure 14. 


See MODELS FOR PREDICTION 

Four models were used to predict the long-term energy 
requirements. The variables for the models are GNP, popula- 
tion, previous year's energy consumption, and a dummy variable 
which was added to evaluate the effect of the oil crisis. If 
the dummy variable (D) is one, then the oil crisis is not 
considered to affect long-term energy requirements; if the 
dummy variable is zero, the oil crisis is assumed to affect 
those requirements. The equations of the four models are given 
in Figure 15. In Model I, the log-transformed annual energy 
requirement is a function of the log-transformed GNP and the 
dummy variable D. 

In Model II, the log-transformed annual per capita energy 
requirement is a function of the log-transformed per capita 
GNP, and the dummy variable D. In Model III, the log-trans- 


formed annual energy requirement is a function of the 
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Figure 12. Estimated GNP, NNP, and Population 
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Figure 13. Annual Energy Consumption by Sector 
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Model I 


Model II 


Model III 


Model IV 


where: 


Equation of Model 


In 5 = a, + a, Iba) 2 Sp aD 

In(E/N) = ay =P a5 In(Y/N) + 4D 

In E = a, + om Lig ae a5 ln EL] + a 4D 
Ley) = ay + a ln Y + a (Y/N) + a ,D 


annual energy consumption 
Gross National Product 
total population 


Previous year's energy consumption 


dummy variable 
ea Gd Grisis —OLneocts not considered 


if D= 0: oil crisis effects considered) 


Figure 15. Models 
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the log-transformed GNP, the previous year's energy consump- 

tion, and the dummy variable D. In Model IV, the log-transformed 

annual energy consumption per GNP is a function of the log 

transformed GNP, the per capita GNP, and the dummy variable D. 
After model runs using the total energy data, sector data, 

source data, and sector and source data, it was concluded 

that Model III was superior for all data types. Only the 

results for all the models using the total energy data are 


shown in Figure 16. 


Case Equation Coefficient 
Medel I TioENeoEers) + C-897007 Inly R* = 0.9954 

+ 0.066643D Dew =MOMmGDS 
Meee x1 In(E/N) = 0.812957 R* = 0.9913 

A) GOES cba Sa aNp Dies Comer 


op 105 O16) 2 OLE Ss), 


Peet titT In B = 0.625102 + 0.462763 in¥Y Ro Soros: 
+ 0.523726 In EL, D.W. = 1.8405 
+ 0.0650035D 
Model IV in(E/Y) = 3.09411-0.2086191nY  R* = 0.8833 
+ 0.1418051 (¥/N) Beito* 2 Oe Culie 
+ 0.0709946D 
me GNP (billion WwW) D: Dummy variable 


Z 


Population (thousand people) 


Figure 16. The Results of the Model Runs uSing the 
Total Energy Data 
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The criteria were coefficients of determination Re and 
Durbin-Watson statistics. Model III has coefficients of 
determination and Durbin-Watson statistics that are larger 
than other models. Therefore, Model III was used to forecast 
for all data cases. The results of Model III using sector 


data and source data are shown in Figure 17. 


Pemex eoULTS OF PROJECTIONS 


1. The Results of Projections Based on Total Energy 


Requirements Data 


Historical total energy consumed data energy and 
Model III were used to predict the total amount of annual 
long term energy requirements. The results are: 48.9 MTOE 
meme, 129.2 in 1991 and 305.2 in 2001 (Figure 18). During 
the twenty years from 1981 to 2001, the forecast shows that 
the annual energy requirement in 2001 increased to more than 
Six times the annual energy requirement in 1981. 

noes cSULeES OL PEOgeCti1ons Computed Using Sector Data 

The annual energy consumption data of each sector 
for the period 1961-77 and Model III were used to predict the 
long term annual energy requirements of each sector. The 
results were: the Industrial sector will require 21.632 MTOE 
Memeo, 72.627 in 1991 and 217.075 in 2001; the transportation 
Peeror will require 8.519 MTOE in 1981, 37,686 in 1991 and 
145.394 in 2001; the Home and Commercial sector will need 
Mees MTOR ian 1981, 25,303 in 1991, and 41.346 in 2001. The 


miscellaneous energy needs will require 12.086 MTOE in 2001. 
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Figure 18. The Total Energy Requirement Predicted by 
Total Energy Consumption Data 
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The energy acquisition rate of the industrial sec- 
tor increases until 1991, and then it is stable at about 51.5 
percent after 1991. The utilization rate of the home and 
commercial sector decreases continuously from 30 percent in 
1981 to 10 percent in 2001. The utilization rate of the 
transportation sector increases rapidly and continuously 
meome!/ percent in 1981 to 35 percent in 2001 (Figure 19). 

5S. the Results of Projections Computed by Source Data 

The four major energy resources utilized in Korea 
are oil, coal, charcoal, and water power. Historical data and 
Model III were used to predict the annual long-term energy 
requirements for each source. 

The results are: oil needs are 31.4 million tons in 
1981, 100.6 in 1991, and 289.2 in 2001; coal needs are 9.3 
Peeeee om 1981, 13.0 in 1981, and 17.7 in 2001. The other 
sources and more data are shown in Figure 20. 

The oil utilization rate will increase from 71.4 
Mereent in 1981 to 93.2 percent in 2001. The coal utilization 
rate will decrease from 21.2 percent in 1981 to 5.7 percent 
in 2001. The rates of charcoal and water power will also 
decrease. These results show that the high oil dependency 
will create problems unless some oil is replaced by other 
energy sources. Alternatives offered by the development of 
interchangeable energy sources, such as coal, nuclear power, 


water power, and others are necessary. 
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a. the Results of Projections Computed Using 


Sectors and Sources Data 

Four energy consumption sectors--industrial, trans- 
portation, home and commercial, and public and other sectors-- 
and four energy sources--oil, coal, electricity, and charcoal-- 
are considered here. Historical data and Model III were 
used to predict the annual long-term energy requirements for 
each sector and source. The results and the necessary uti- 


lization rate are listed in Figure 2l. 


fee © LNAL RESULTS OF FORECASTS 
1. Differences in Projection Results 
The estimated annual total energy requirements as 
forecast by the four alternate data approaches are different 
(Figure 22). The total energy requirements estimated by 
sector and source data is larger than the estimations by 
other data. And the total energy requirements estimated by 
source data is smaller than the others. 
Pee een] lem) Pnergy Requirements by Source 
The Korean government has plans to substitute coal, 
gas, nuclear power, solar energy, wind power, and tidal 
power for oil. It was assumed that the interchangeable 
energy source consumption will increase 10 percent per year 
between 1992 and 2001. The energy substitution plan is shown 
Maeeiqure 23. 
Finally, long-term energy requirements were estimated 
uSing the energy substitution plans and prediction results. 


For oil, long-term energy requirements are computed by 
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Source 44.0 70.4 6. 8 189.4 380; 
Sector 54.9 104.3 ZOO aes. 5 Sa2. 
& Source 
pelmce: ‘Comprehensive Plan," p. 183. {[Ref. 31 
Figure 22. Comparison of Total Energy Requirement 


by Four Different Data Types 





Year 1981 
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subtracting the total amount of energy in the plan from the 
forecast for oil. For hard coal, long-term requirements 

were computed by adding hard coal in the substitution plan 

to the prediction results of hard coal. For water power, the 
long-term requirements are equal to the forecast results for 
water power, because there is no substitution plan for water 
power. For other sources such as bituminous coal, natural 
gas, solar energy, tidal power, wind power, the long-term 
requirements are equal to the amount in the substitution plan 
because there are no forecast results. 

The oil requirement forecast is 81.1 million tons in 
Mmeoeand 142.1] in 2001. Using the substitution plan, oil 
utilization will decrease from 90.3 percent to 42.8 percent 
feeb796 and from 93.2 percent to 45.8 percent in 2001. On 
the other hand, imported bituminous coal requirements will 
increase very rapidly from 3.7 MTOE, or 8.4 percent of the 
annual energy requirements in 1981 to 87.7 MTOE, or 28.3 per- 
cent in 2001. Nuclear power will increase very rapidly from 
0.9 MTOE, or 2 percent of the annual energy requirements in 
1981 to 43.3 MTOE, or 13.9 percent. The hard coal require- 
Meme 1S 19.9 MTOE, or only 6.4 percent of the total annual 
energy requirements, and the charcoal requirement is negligible 
with 0.5 percent in 2001. The final long-term energy require- 


ments by source are shown in Figure 24. 
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Teer tee MTOE 
Year 1981 1986 1991 1996 200: 
Source 
Oil 24.541 ete 8) 44.808 81.086 Paz eOG9 
(5574) (24522) (38.4) (42.8) (45 6) 
Hard Coal TAS Al0) EL Sa7) Jie io 24 177433 19.962 
(26.4) (nor. 5) ie) oe) (6.4) 
Bituminous 3268.7 16.146 33.2525 STS ei as 
Coal (8.4) (22 <9) esi 0 } (s.3) (29.3) 
Gas OE 0.0 12435 2,547 4.488 
(ain, 2.) (lees) Crs) 
Charcoal 2.647 2) 3) an Leche w 1.682 1.446 
(6.0) (3.2.3) , (L-7) (0.9) (Oey) 
Nuclear 0.898 Sy, 208, 16.691 26.881 NSS) 
Power (CeO) (a.) (eas } Gia?) (Ae Seo) 
Water O63 OS e5 a2 3 1.499 LEAN O72 
Power Cia} Ci) Gi) (0.8) ( Oar) 
Mirada l — = O53 0.928 1.486 
Power (Ox) Com 5) (Om) 
Wind - - - - jodi 
Power (Oss) 
Solar G.006 0.160 lee els 2.849 F090 
Energy (0) (275) toh) Ci) (es) 
MeLTAL 44.030 70.389 T16.789 Poo LS Slee 4 


Percentage in parenthesis is utilization rate 


Figure 24. Final Long-Term Energy Requirements 
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V. CONCLUSIONS AND RECOMMENDATIONS 


A. ANALYSIS AND CRITIQUE 
1. General 

The energy supplies of the Republic of Korea between 
1982 and 2001 will be almost entirely controlled by world 
energy market conditions. Consequently, any supply alterna- 
tives need to be developed within the context of world energy 
markets. This section compares the energy markets with empha- 
Sis on the issues of availability, security of supply, produc- 
tion, price projections, and sources of supply. 

25 epue 

Oil is currently the dominant fuel in world energy 
trade. In 1978, the international oil trade was 33.8 million 
barrels per day (mbd), the international coal trade was almost 
1.88 mbd of oil equivalent (mbdoe), and the international 
gas trade was 2.9 mbdoe. Therefore, the global oil market is 
almost 12 times as large as the gas market, and 18 times as 
large as the coal market. Regarding reserves, however, world 
coal reserves are almost five times as large as those of 
Oil, which are only 1.4 times as large as gas reserves. 

The world oil market is less concentrated in reserves, 
production and exports, than gas and coal market. For exam- 
ple, while the three largest oil exporters account for 48.5 
percent of world oil exports, the corresponding figures for 


coal and gas are 62.9 percent and 65.5 percent respectively. 
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Oil is the least stable source even though oil is the least 
concentrated market. The three largest export countries 

are Saudi Arabia, Iraq, and the USSR. The instability of 
oil supplies is caused by political problems associated with 
the major oil export countries. 

The world oil market in the next two decades is 
likely to be dominated by OPEC. Except for Saudi Arabia and 
Iraq, Arab countries will produce oil only at that level 
necessary to finance internal economic development. Non- 
BEEC countries' production of o11 will increase significantly, 
but most will be consumed internally. 

Political and military intervention by the Soviet 
Union or its proxies in major oil exporting nations is proba- 
ble within the next few decades. 

Oil prices will increase more rapidly than other energy 
source prices because of the OPEC cartel control and the 
Bomieical instability of Arabian North African nations. 

Oil will be a major energy source for the next two 
decades, because it has multiple uses and is easy to handle. 
Korea wants energy supplies which are secure with much supply 
and low-priced. At the current energy consumption rate in 
Korea, the oil utilization rate will be 93.2 percent in 2001. 
The oil dependency is dangerously high in the absence of 
internal reserves and associated production. 

The Korean government has considered these difficul- 


ties and desires to implement an oil substitution plan. 
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Coal, gas, and nuclear energy are candidates for the inter- 
changeable energy sources. 
eee cas. 

Natural gas accounts for 42 percent of world-wide 
petroleum (i.e., oil and gas) reserves. Furthermore, new 
reserve additions for gas have exceeded those for oil. 
Despite the magnitude of world natural gas reserves and the 
rate at which they are increasing, the role of gas in inter- 
national energy trade is small. In 1978, total global gas 
trade was only 2.9 mbd which is one-twelth that of the oil 
trade. The majority of international gas trade was through 
pipelines, and LNG trade was only 1.4 percent of world oil 
trade. 

The major reason for this disparity in the trade 1s 
the fact that gathering and transporting natural gas 1s more 
expensive. 

Natural gas will not be available to Korea through 
pipelines from the USSR or China during the next two decades, 
therefore Korea will have to import LNG from the Persian 
Gulf and Indonesia. LNG is a poor alternative source for oil 
because the LNG price is higher than oil, and there is some 
probability of the effects of a gas exporting carte. However 
LNG provides some diversification in energy sources. 

4. Nuclear Energy 
Nuclear power is a significant potential energy source 


which could reduce Korean oil usage. After the mid 1950's, 


65 





the United States led the world in the construction of nuclear 
power plants. However, after the Three Mile Island accidents 
in 1979, nuclear power plant development slowed significantly. 
The oil crisis also encouraged the building of nuclear power 
plants by energy-poor nations. Examples are France, Japan, 
and Korea. 

The Korean government desires to construct nuclear 
power plants at an increasing rate. According to the energy 
substitution plan for oil, the amount of nuclear power energy 
will be 43.29 MTOE or 13.9 percent of utilized energy rate in 
2001. However, it is anticipated that nuclear power cannot 
replace much oil usage for the following reasons: 

1. the possibility of a dangerous accident; 
2. the air pollution problem; 
3. the absence of a guarantee of economic advantage; 
4. the policy of developed countries which opposes 
nuclear development. 
coal 

World coal trade is expected to grow dramatically 
between 1982 and 2001. Coal exports are projected to increase 
2.5 times between 1980 and 1990, and then grow by 2.5 times 
again between 1990 and 2000. 

North America, Australia, and South Africa will be 
the major exporting areas. Since most of the Japanese imports 
will be from secure sources of supply, Korea can take advan- 
tage of this steam coal trade by obtaining supplies from the 


seme SOuUrCceS aS Japan. 
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The coal price increase will be much smaller than 
oil or LNG. Despite certain increases in coal prices, this 
fuel will become increasingly competitive with oil or LNG. 
The coal prices are estimated to be in the range of 20 to 30 
percent of oil prices by 2001. Therefore, coal will be the 


best interchangeable energy source for oil. 


B. THE IMPLICATIONS OF COAL AS THE BEST ALTERNATIVE SOURCE 
1. General 
In Korea, bituminous coal requirements will increase 
mapbaly <£rom 3.7/7 MTOE, or 8.4 percent of total energy utilized 
per year in 1981 to 87.7 MTOE, or 28.3 percent in 2001. Korea 
must import all the bituminous coal required, and also some 
hard coal to supplement domestic production. Questions of 
overseas transportation, port facilities, internal transpor- 
tation, and import source must be considered. 
2. More Coal and Less Oil 
The forecasts of long-term energy requirements in 
Korea suggest that the oil requirements will increase rapidly 
and if these are correct, it is clear that Korean oil depen- 
dency will be too high. In 2001, oil requirements will be 
magee MTOE, or 93.2 percent of the utilized rate. If the 
Korean government tried to reduce the oil dependency by using 
the substitution plan, then coal will be required minimally 
at the present utilized rate of about 35 percent. Using the 
final long-term energy requirements of Figure 24, hard coal 


requirements would increase very slowly from 11.6 MTOE in 
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icieto L9e9eMTOr inmeZ00)], but its utilization rate would 
decrease sharply from 26.4 percent in 1981 to 6.4 percent 
in 2001. Even though hard coal is the major domestic energy 
source in Korea, the hard coal production can't follow the 
increasing consumption rate, because of the limitation of 
domestic hard coal reserves and difficulties of production. 

Bituminous coal requirements will increase from 3.6 
mien, Or 8.4 percent of utilized rate in 1981 to 87.7 MTOE, or 
28.3 percent of utilized rate in 2001. 

Ere Dransporeaiti1on and Port Facility 

There are no bituminous coal resereves in Korea, . 
therefore it is necessary to import all bituminous coal and 
Semmes hard coal to supplement domestic production. It is 
S@errcult to import this coal from China, Russia, North Korea 
by rail. Therefore, Korea should consider developing the 
means of overseas transportation, port facilities for unload- 
mnemecoal, and domestic transportation for distribution of 
coal to the users. Regarding the overseas transportation: 
Korea has two alternatives, first; utilize a foreign coal 
carrier, second; utilize a domestic coal carrier. The second 
alternative assumes that Korea can built large coal carriers 
with the present shipyard technical knowledge used currently 
to construct large oil carriers. Korea must expand the port 
facilities for unloading imported coal and develop more rail 


meerOad Facilities for distributing the imported coal. 
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4. Scuxsceseor Imported Goat 


Korea must seek foreign coal sources with a high 
security of supply and low price. North America, Australia, 
and South Africa are the most promising possibilities. 

Korea should consider several options in order to 
achieve a secure supply at a low cost. 

First, choose nearby nations in order to reduce the 
feansportation costs. 

Second, consider fostering improved diplomatic rela- 
tionships with coal exporting countries. 

Third, diversify the sources of imported coal. 

Fourth, form joint ventures and long-term contracts 
to develop foreign coal. 

In order to implement some of the above options, a 
group of experts and technicians must study those options. 
Korea can probably learn from Japan's efforts to seek a 


secure coal supply at low prices. 


eee RECOMMENDATIONS 
i Oil 
Oil will be the major energy source for the next 
several decades in Korea. Unfortunately, oil is a most un- 
stable energy source. The following list gives several 


recommendations for addressing the problem: 


1. Substitute other energy sources for oil as much as 
possible. 
2. Diversify the sources of imported oil. 
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Eee orange fOr the direct imporation of foreign oil. 
4. Form joint capital ventures to help guarantee a long- 
merm Supply. 
5. Increase explorations for oil deposits. 
Memecontinue offshore drilling. 
7. j%Import more heavy crude oil and refine it domestically. 
2. Coal 
Coal imports must increase rapidly, because it is 
the most suitable substitute for oil. To implement this 
exchange several recommendations follow: 
1. Form joint ventures and long-term contracts. 
2. Construct overseas coal carriers in Korea. 
3. Expand the port facilities, railroads, and highways 
femeimporting and distributing coal. 
ee LMpOrt Coal from at least two sources. 
3. Gas 
Gas offers a greater security of supply than oil. 
Even though the natural gas prices are competitive with oil 
prices, Korea does not expect the establishment of pipelines 
between Korea, China, and Russia. Under the conditions just 
described, two options for gas are recommended. 
First; import LNG from two sources. LNG imports offer 
a greater security of supply than oil imports or natural gas 
mapereea through a pipeline. Although currently the LNG 
price is higher than both oil and natural gas prices, the 


price range will fall between the light and medium crude oil 
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prices over the long-term. Korea will import LNG from Alaska, 
Bangladesh, Nigeria, Indonesia, Australia, Malaysia, Trinidad, 
Columbia, and Chile. Indonesia, Malaysia, and Australia are 
probably the best sources of LNG because of geographical 
Sisoxiamity. 

Second; produce medium Btu gas (MBG) from imported 
coal. MBG production has a higher security of supply anda 
lower price than oil or LNG. However, an MBG production 
plant would require a large investment of capital. To build 
a plant which could produce 40,000 barrels of MBG per day 
would requie 1.6 billion dollars of investment capital. Suc- 
cessful implementation of this option depends on engineering 
and project management skills, and the availability of the 
necessary investment capital. 

4. Nuclear Energy 

Nuclear energy for industrial use started in the 
U.S.A. in the mid-1950's. Worldwide nuclear power energy 
Pioauerion was 47.7 million KW in 1973 and 125.8 million KW 
in 1979. The oil crisis accelerated the development of 
nuclear power plants. Despite the Three Mile Island accident, 
strong feelings against nuclear development, and little guaran- 
tee of economic gain, energy-poor countries such as France, 
Japan, Italy, and West Germany wish to increase their nuclear 
energy production. 

Two options for nuclear energy are recommended. 

First; import nuclear power plants from two sources 


and include the uranium supply conditions in the plant import 
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contracts. Korea has to import uranium because of limited 
uranium reserves of poor quality. Many countries want to 
export nuclear power plants. Therefore it is likely that 
Korea can arrange a stable supply of uranium in conjunction 
with the importation of nuclear power plants. The three 
largest uranium-producing countries are the U.S.A., Canada, 
and South Africa, and these nations offer the best prospects 
for purchasing nuclear power plants. 

Second; establish a Korean nuclear safety organization 
to deal with the dangers of nuclear power plants. Currently, 
nuclear energy production is not increasing at the rate which 
was initially planned. But, in the long-term, its production 
will increase more rapidly as other energy sources become more 
limited. The safe operation of nuclear power plants will 
ultimately be the most important Korean concern regarding 


nuclear energy. 
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